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All required component units/funds/agencies of the tocal unit are included in the financial statements and/or disclosed in the
reporling entity notes to the financial statements as necessary.
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. We have audrted the accompanylng fmanmal statements of the governmental acfivities and the major fund of
the Caro Area District Library, Caro, Michigan, forthe year ended December 31, 2007 as listed in the Table

* of Contents, which collectively comprise the Library's basic financial statements. These financial statements
-are the responsibility of the Caro Area District Library's management. Our respon3|bll|ty isto express an.
oplnlon on these flnanc:|al statements based on our: audlt o .

: We conducted our audlt in accordance W|th auditing standards generally accepted in the Unlted States of
America.- Those standards require that we plan and perform the audit to obtain reasonable assurance about -
“whether the financial statements are free of material misstatement. An ‘audit includes examining, on a tést
- basis, evidence’ ‘supporting the amourits and-disclosures in the financial statements. An audit also includes
- .asseSSlng the accounting principles used-and significant estimates made by management as well as . -
_‘evaluating the overall financial statement presentat|on We belteve that our audlt prowdes a reasonable':_
; baS|s for our. opmlon ' : , : o T S

. In our opimon the flnanmal statements referred to above present falrly, inall matenal respects the respectwe t
~financial:position. of the governmental actlvrtres and-the’ major fund of the Caro Area District Library as of
3 December 31, 2007, and the respestive changes in financial position, thereof, for thé year then ended tn ‘
conformrty wrth accountlng prrncrples generally accepted in the Unlted States of Amerrca T L

- 'The management's dtscussron and analysrs and budgetary compartson mfermatlon on pages i through i| and
. -page 8, are nota required part of the basic finahcial statements butis. supplementary information required by -
_ 'accountlng principles generally-accepted in the United States of America. We have applied certain limited.
procedures, which consisted principally of i inquiries of management regarding the methods of measurement.
‘and presentatlon of the supplementary informatlon However we dtd not audlt the lnformat|on and express v

‘ no oplmon onit. ' ‘ . .’ L :

Our audit was conducted for the purpose of formrng oplmons on the financial statements that collectwely N

. -comprise. the Caro Ared District Library’s basic financial statements. The additional information-on’ pages9
.and 10.are presented for purposes of additional analysis and are not a reqwred part of the basis financial -
statérments. This additional information has been subjected to the aud|t|ng procedures applled in the audit of:

~ the basic flnanclal staternents and, in our oplnlon are fatrly stated in-all rnaterlal respects in relatlon to the
basm fmanmal statements taken: as a whole . . , L o
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Caro Area District Library
Management’s Discussion and Analysis
December 31, 2007

The basic financial statements on pages 1 and 2 include information that presents two different views of the Library using
the modified-accrual and full accrual methods,

The first column of the governmentai fund balance sheet/statement of net assets and the governmental fund statement of
revenue, expenditures, and changes in fund balance/statement of activities include information abouf the Library's
General Fund under the medified-accrual method. The modified-accrual basis focuses on current financial resources and
provides a more detailed view about the accountability of the Library's sources and uses of the funds.

The adjustment column of the financial statements represénts adjustments necessary to convert the modified—accrual
financial statements to the Library as a Whole financial statements under the full-accrual method. The full-accrual basis
focuses on long-term economic resources.

The Library as a Whole column provides both long-term and short-term information about the Library's overall financial
status. The Library as a Whole statement of net assets - full-accrual basis column and the Library as a Whole statement
of activities — full-accrual basis column provide information about the activities of the Library as a Whole and present a

~ longer-term view of the Library's finances. These columns tell how these services were financed in the short-term, as well
as what remains for future spending.

The financial statements also include notes that explain some of the information in the financial statements and provide
more detailed data.

As this is the first year of the Library's management's discussion and analysis report, and, consistent with Governmental
Accounting Standards Board Staiement Number 34, this year's report does not show data comparative with prior years.
In future years, the cendensed financial information section will include this information,

Condensed Financial Information
Below shows the key financial information under the full-accrual method in a condensed format. Note: Amounts and totals
reported are for all Library activities — to give a complete picture.

December 31,

2007
Assets
Current assets $521,294
Capital assets 400,294
Total assets $921,588
Liabilities
Current liabilities $20,288
Net Assets
Investment in capital assets — Net of related debt 400,294
Unrestricted 501,006
Total net assets 901,300

Total Liabilities and Fund Balance/Net Assets $921,588



Caro Area District Library
Management’s Discussion and Analysis
December 31, 2007

December 31,

2007

Revenue
Property taxes $427,551
Fines 84,025
Other 223,858
Total revenue 735,434
Expenses 514,168
Operating Transfers — out 64,070
Change in Net Assets 157,166
Net Assets, Beginning of year 744,134
Net Assets, End of year $901,300

The Library as a Whole

The Library's net assets increased by $157,166 this year. The Library’s primary sources of revenue are from property
taxes and fines.

Salaries and fringe benefits continue to be the largest expense for the Library's General Fund.

The Library’s Funds -

The budgetary analysis of the General Fund is included on page 8, which shows the General Fund, the Library’s major
operating fund, including revenues and expenditures, excess of revenue over expenditures, other financing sources and
fund balance.

Library’s Budgetary Highlights
Over the course of the year, the Library Board amended the General Fund's budget several times. The major variance
was the Capital Outlay, which exceeded the budget of $2,500 by $249,466.

Capital Assets

At the end of the fiscal year, the Library had $642,470 invested in buildings and improvements, furniture, eguipmerit,
books, and videos based on the historical cost. During the year $230,148 was spent on buildings and improvements,
$68,096 was spent on books and videos, and $21,818 was spent on office equipment,

Requests for Information

This financial report is designed to provide a general overview of Caro Area District Library's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Caro Area District Library, 840 W. Frank St., Caro, Ml 48723.

it
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CARO AREA DISTRICT LIBRARY
Governmental Fund Balance Sheet/Statement of Net Assets
For the Year Ended December 31, 2007

ASSETS
CURRENT ASSETS:

Cash

Taxes Receivable
TOTAL CURRENT ASSETS

CAPITAL ASSETS
Capital assets, net of accumulated depreciation
TOTAL CAPITAL ASSETS

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

CURRENT LIABILITIES
Accounts payable
Accrued sick pay

TOTAL LIABILITIES

FUND BALANCE/NET ASSETS:
Invested in capital assets, net or related debt
Designated
Unrestricted

TOTAL FUND BALANCE/NET ASSETS

TOTAL LIABILITIES AND FUND BALANCE/NET ASSETS

The accompanying notes are an integral part of the financial statements.

: Library as

GOVERNMENTAL a Whole
FUND TYPE Statement of
MAJOR FUND GASB No. 34 Net Assets-
Adjustments Full-Accrual

GENERAL {Note 3) Basis

$ 94,839 - $ 94,839
- $ 426,455 426,455
94,839 426,455 521,294
400,294 400,294
- 400,294 400,294
3 94,839 $ 826,749 $ 921,588
$ 6,194 $ 6,194
14,094 14,094
20,288 - 20,288
$ 400,294 400,294
48,260 (48,260) -
26,291 474,715 501,006
74,551 826,749 801,300
3 94,839 $ 826,749 $ 921,588




CARO AREA DISTRICT LIBRARY

STATEMENT OF GOVERNMENTAL FUND REVENUE, EXPENDITURES, AND
CHANGES IN FUND BALANCE/STATEMENT OF ACTIVITIES

GOVERNMENTAL Library as
FUND TYPES a Whole
General Statement of
Total- GASB No. 34 Net Assets-
Modified- Adjustments Full-Accrual
Accrual Basis {Note 3) Basis
REVENUES:

Taxes $ 403,912 $ 23,639 $ 427,551

Intergovernmental revenue 9,803 9,803

Fines 84,025 84,025

Miscellaneous 214,055 214,055
TOTAL REVENUES 711,795 23,630 735,434
EXPENDITURES:

Salaries & employee benefits 294 478 294,478

Library materials 162,041 (68,096) 93,045

Operational 50,985 © 50,985

Miscellaneous 2,567 516 3,083

Capital outlay 251,966 (251,966) -

Depreciation 71,707 71,707
TOTAL EXPENDITURES 762,037 {247,839) 514,198
EXCESS (DEFICIENCY) CF REVENUE

OVER (UNDER) EXPENDITURES (50,242) 271,478 221,236
OTHER FINANCING SQURCES (USES)

Operating transfers - out (64,070) (64,070)
TOTAL OTHER FINANCING SOURCES (USES) (64,070) - (64,070)
EXCESS (DEFICIENCY) CF REVENUE AND

OTHER FINANCING SOURCES OVER (UNDER)

EXPENDITURES AND OTHER FINANCING USES (114,312) 271,478 157,166
FUND BALANCE/NET ASSETS - Beginning of Year 188,863 555,271 744,134
FUND BALANCE/NET ASSETS - End of Year $ 74,551 $ 826,749 $ 901,300

ALL GOVERNMENTAL FUND TYPES
YEAR ENDED DECEMBER 31, 2007

The accompanying notes are an integral part of the financial statements.
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CARO AREA DISTRICT LIBRARY
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
BALANCE SHEET
December 31, 2007

PRIVATE PURPOSE

TRUST FUND
ASSETS
Investments held by the Foundation $ 64,070
TOTAL ASSETS $ 64,070
LIABILITIES AND FUND BALANCE
Fund Balance:
Reserved for programs $ 64,070
TOTAL LIABILITIES AND FUND BALANCE $ 64,070

The accompanying nofes are an integral part of the financial statements.



CARO AREA DISTRICT LIBRARY
NONEXPENDABLE TRUST FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGE IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUES:
EXPENDITURES:

OTHER FINANCING SOURCES (USES)
Operating transfers - in

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS (DEFICIT) OF REVENUE AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES AND OTHER
FINANCING (USES)

FUND BALANCE - JANUARY 1

FUND BALANCE - DECEMBER 31

The accompanying notes are an integral part of the financial statements.

$64,070

64,070

64,070

$64,070



CARO AREA DISTRICT LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 - DESCRIPTION OF DISTRICT LIBRARY OPERATIONS AND FUND TYPES:

The Township of indianfields and the Caro Public Schools entered into a District Library agreement on January 1, 1997 under
the provisions of Act 24, Michigan Public Acts of 1989, as amended. The Board of Trustees determined that the Library shall
be known as the "Caro Area District Library." The District Library district shall be comprised of all that territory in the County of
Tuscola which is located in the jurisdiction limits of the Caro Public Schools, State of Michigan.

The District Library is governed by a board consisting of seven members elected at large from the district.

On January 7, 19897, the Board of the Township of Indianfields transferred ownership of the real estate located at 840 West
Frank Street, Caro, Michigan to the Library. Also transferred on that date were all other assets, personal, tangible and
intangible relating to the funds of the Library.

Funding will be provided by a Library District millage. In June, 2002 voters approved a renewal of 1 mill levy for the years 2002
to 2010. In June 2002, an additional .5 mili increase was approved for the years 2002 to 2010.

Reporting Entity:
In evaluating how to define the Library, for financial reporting purposes, management has considered all potential component

units. The decision to include a potential component unit in the reporting entity was made by applying the criteria set forth in
GAAP, currently GASB Statement #14, The Financial Reporting Entity.

Based upon the application of these criteria, the general purpose financial statements of the Caro Area District Library contain
all the funds and account groups controlled by the District's Board as no other entity meets the criteria to be considered a
blended component unit or a discretely presented component of the Library nor is the Library a component unit of another
entity.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting:

The accompanying financial statements have been prepared in accordance with criteria established by the Governmental
Agccounting Standards Board for determining the various governmental organizations to be included in the reporting entity.
There is no component unit to be included in the Library’s financial report.

Adoption of New Accounting Standards:

During the fiscal period 2007, the District adopted GASB Statement No. 34, Basic Financial Statements and Management's
Discussion and Analysis for State and Local Governments, issued June 1999; GASB Statement 37, Basic Financial Statements
and Management's Discussion and Analysis for State and Local Governments Omnibus, an amendment to GASB Statement
No. 21 and No. 34, issued June 2001, and in GASB Statement No. 38, Certain Financial Statement Note Disclosures, issued in
2001. These statements require the District to prepare a Management's Discussion and Analysis, government-wide financial
statements on an accrual basis, and make certain changes to the footnotes.

The following table shows beginning net assets restated for the effects of implementation of GASB Statement No.34:

Fund balance at December 31, 2006 - governmental funds $188,863
Taxes receivable 402,816
Net capital assets (restated) 162,455
Restated net assets — January 1, 2007 $744.134

Measurement Focus, Basis of Accounting, and Financial Statements Presentation:
The Library's basic financial staterments Include both the Library as a Whole and its individual fund financia! statements.
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CARO AREA DISTRICT LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Library as a Whole Fihancial Statements
The Library as a Whole financial statements {i.e. the statement of net assets and the statement of activities) are reported using
the economic resources measurement focus and the accrual basis of accounting, which is described below,

Revenue is recorded when earned and expenses are racorded when a liability is incurred, regardless of the timing of related
cash flows. Property taxes are recognized as revenue in the year for which they are levied. Grants and similar items are
recognized as revenue as scon as all eligibility requirements imposed by the provider have been met.

The statement of net assets includes and recognizes all long-term assets and receivables as well as long-term debt and
obligations. The Library's net assets are reported in three parts — invested in capital assets, net of related debt; restricted net
assets; and unrestricted net assets.

The statement of activities includes depreciation on long-term assets and eliminates capital outlay expense.

As a general rule, the effect of interfund activity has been eliminated from the library-wide financial statements.

Fund Financial Statements

The Library's individual fund financial statements are reported using the current financial resources measurement focus and the
modified-accrual basis of accounting, which is described below.

Revenue is recognized as soon as it is both measurable and available. Revenue is considered to be available if it is collected
within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the Library
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. However, expenditures relating to claims and
judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual — that is, when they become
both measurable and available to finance expenditures of the fiscal period. All other revenue items are considered to be
available only when cash is received by the Library.

Governmental Funds:
The Library reports the following governmental funds as major funds:

General Fund - The General Fund is the Library's primary operating fund. It accounts for all financial resources except those
required to be accounted for in another fund.

Fiduciary Funds:

Fiduciary funds account for assets held by the Library in a trustee capacity or as an agent on behalf of others. Trust funds
account for assets held by the Library under the terms of a formal trust agreement. Fiduciary funds are not included in the
government-wide statements.

The Library reports the following fiduciary fund:

The Private Purpose Trust Fund is accounted for using the accrual method of accounting. Nonexpendable trust funds account
for assets where only the interest may be spent. These funds are not reported on the Library’s financial statements.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY:
Cash and Investmenis — The Library considers all highly liquid investments purchased with an original maturity of three
months or less fo be cash equivalents. Investments are recorded at fair value,

Receivables and Payables — In general, outstanding balances between funds are reported as “due toffrom other funds.”
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CARO AREA DISTRICT LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Property Taxes — Property taxes are levied on each December 1 on the taxable valuation of property as of the preceding
December 31. Taxes are considered delinquent on March 1 of the following year, at which time penalties and interest are
assessed. The 2006 taxable valuation of the Library totaled approximately $278,890,058, on which ad valorem taxes levied
consisted of 1.4761 mills for the Library’s operating purposes and for debt retirement.

Capital Assets — Capital assets are defined by the Library as assets with an initial cost of more than $1,000 and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

Buildings, furniture, equipment, library books, pericdicals, and videos are depreciated using the straight-line method over the
following useful lives:

Buildings and improvements 7 - 50 years
Furniture and equipment 520 years
Library books and videos 5 years

Fund Equity — In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for a specific purpose.

Use of Estimates — The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the period. Actual results could differ from those estimates.

Budgets And Budgetary Accounting:

Caro Area District Library adopts a budget for the General Fund just prior to the heginning of the year. The budget is adopted
on a basis consistent with generally accepted accounting principles. Budgeted amounts as shown in the financial statements
are as originally adopted or as amended by the Board of Trustees. All annual appropriations lapse at fiscal year-end. The
Library does not utilize encumbrance accounting.

During 2007, the Library exceed the Capital Qutlay budget by $249,466 due to a remodeling project.

NOTE 3 - RECONCILIATION OF THE LIBRARY AS AWHOLE AND THE GOVERNMENTAL FUNDS
FINANCIAL STATEMENTS:

Total fund balances and the net change in fund balances of the Library’s individual funds differ from net assets and change in
net assets of the Library as a Whole reported in the statement of net assets and statement of activities. This difference results
primarily from the long-term economic focus of the statement of net assets and statement of activities versus the current focus
of the statement of the individual governmental funds’ balance sheet and statement of revenue, expenditures and change in
fund balance. The following is a reconciliation of fund balances to net assets and the net change in fund balances to the net
change in net assets:

Total Fund Balance — Modified-accrual Basis - $ 74,551

Amounts reported in the statement of net assets are different because:

Property taxes recsivable 426,455
Capital assets are not financial resources are and are not reported in the funds 400,294
Total Net Assets — Full-accrual Basis $ 901,300



CARO AREA DISTRICT LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 3 — RECONCILIATION OF THE LIBRARY AS AWHOILE AND THE GOVERNMENTAL FUNDS
FINANCIAL STATEMENTS (Continued):

Net Change in Fund Balances — Modified-accrual Basis $(114,312)
Amounts reperted in the statement of net activities are different because:

Propety Taxes Receivable 23,638

Governmental funds report capital outlay as expenditures in the statement of activities;
these costs are allocated over their estimated useful lives as depreciation:

Library bocks and videos 68,006
Capital outlay 251,966
Net book value of assets sold (5186)
Depreciation expense (71,707)
Change in Net Assets — Full-accrual Basis $ 157,166

NOTE 4 - CONTINGENT LIABILITIES:
Under the terms of the present personnel policy adopted by the Library Board of Trustees, the Board is required to pay each
regular employee their accumulated vacation leave time, up to 25 days, at 100% of current pay upon termination,

The Library has elected to be treated as a reimbursing employer for unemployment tax purposes. Any employment benefits
paid to the Library employees by the Michigan Unemployment Fund must be reimbursed by the Library on a dollar for dollar
basis. The expense is recognized when the district becomes liable to the State for benefits paid.,

NOTE 5 - DEPOSITS AND INVESTMENTS:

The Library’s cash and cash equivalents consist of a checking account.

Credit Risk- State statutes authorize the Library to make deposits in the accounts of federally insured banks, credit unions, and
savings and loan associations that have an office in Michigan; the Library is allowed fo invest in U.S. Treasury or Agency
obligations, U.S. government repurchase agreements, bankers’ acceptances, commercial paper rated prime at the time of
purchase that matures not more than 270 days after the date of purchase, mutual funds, and investment pools that are
composed of authorized investment vehicles. The Library has no investment policy that would further limit its investment
choices.

Concentration of credit risk — The Library has no policy that would limit the amount that may be invested with any one issuer.

Custodial credit risk- Deposits- In the case of deposits, this is the risk that in the event of a bank failure, the Library’s deposits
may not be returned to it. The Library does not have a deposit policy for custodial credit risk. The carrying amount of the
Library's deposits was $94,839 and the bank balance was $94,876 all of which was covered by federal depository insurance;
thus, ne amount was exposed to custodial credit risk because it was uninsured and uncollateralized.

Custodial credit risk- Investments- For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the Library will not be able to recover the value of its investments. State law does not require and the Library
does not have a palicy for investment custodial credit risk.

The Library had no investments at December 31, 2007.



CARO AREA DISTRICT LIBRARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 6 — MONIES HELD BY FOUNDATION:

During 2007, the Library sold their shares of stock for a gain of $53,055. The total proceeds of $64,070 were transferred to the
Tuscola County Community Foundation (the “Foundation”). The Library and the Foundation are unrelated entities. The money
earned from the investment will be used on an as-need basis, by the discretion of the Board, for Library operating expenses
and projects. The Board retains control of the funds; however, the monies are permanently invested with the Foundation. The
Foundation, as custodian of such funds, continues to report the funds as assets of the Foundation. The Library reports the
funds in a Private Purpose Trust Fund at their cost basis which approximates their fair market value.

NOTE 7 — CAPITAL ASSETS:

Capital asset activity of the Library was as follows:

Balance Disposals and Balance
12/31/2006 Additions Adjustments 12131/2007

Capital assets being depreciated

Buildings and improvements $ 8,255 $ 230,148 $ - $ 238,403

Library bocks and videos 249,234 68,096 44,259 273,071

Furniture and fixtures 21,189 - - 21,189

Office equipment 89,0392 21,818 1,050 109,807
Total capital assets, being depreciated 367,717 320,062 45,309 642,470
Less accumulated depreciation for:

Buildings and improvements 2,819 8,827 - 11,646

Library books and videos 147,413 47,805 44,259 150,959

Furniture and fixtures 10,481 1,613 - 12,094

Office equipment 54,549 13,462 534 67,477
Total accumulated depreciation 215,262 71,707 44,793 242,176
Total net capital assets $ 152,455 $ 248,355 $ b16 $ 400,294

Depreciation for the fiscal year ended December 31, 2007 amounted to $71,707. The Library determined that it was impractical
to allocate depreciation to the various library activities as the assets serve multiple functions.

NOTE 8 - RISK MANAGEMENT:

The Library is exposed 1o various risks of loss related fo torts; theft of, damage to and destruction of assets; errors and
omissions, injuries to employees and natural disasters. The Library carries commercial insurance to cover any losses that may
result from the above described activities.

NOTE 9 — DEFINED CONTRIBUTION PENSION PLAN:

The Library established a SIMPLE IRA plan on September 23, 2002, which covers all qualifying employees of the Library.
Under the plan, the Library contributes an amount equal to two percent (2%]) of the qualifying employee’s wages to the plan on
behalf of the employee. All amounts contributed are immediately and fully vested with the employee. Total contributions under
the plan were $4,313 during 2007.

NOTE 10 — DESIGNATED FUND BALANCE:
The fund batance in the General Fund has been designated by the Board for the purpose of technology and capital
expenditures, in the amount of $48,260.
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CARO AREA DISTRICT LIBRARY
Required Supplementary Information
General Fund
Budgetary Comparison Schedule
For the Year Ended December 31, 2007

VARIANCE-
BUDGET FAVORABLE
ORIGINAL FINAL ACTUAL {UNFAVORABLE)
REVENUES:

Taxes $ 394,559 $394,559 $403,912 $ 9,353

Intergovernmental revenue 9,674 9,674 9,803 129

Fines 70,000 70,000 84,025 14,025

Miscellaneous 36,000 36,000 214,055 178,055
TOTAL REVENUES 510,233 510,233 711,795 201,562
EXPENDITURES

Salaries and employee benefiis 311,948 287,948 294,478 (6,530)

Library materials 145,585 163,985 162,041 1,944

Operational 48,700 53,800 50,985 2,815

Miscellaneous 2,000 2,000 2,567 (567)

Capital outlay 2,000 2,500 251,966 (249,466)
TOTAL EXPENDITURES 510,233 510,233 762,037 (251,804)
EXCESS OF REVENUES OVER

(UNDER) EXPENDITURES - - (50,242) (50,242)
OTHER FINANCING SOURCES (USES)

Operating transfers - out - - (64,070) {64,070)
TOTAL OTHER FINANCING SOURCES (USES) - - (64,070) (64,070)
EXCESS (DEFICIENCY) OF REVENUE AND

OTHER FINANCING SOURCES OVER

(UNDER) EXPENDITURES AND OTHER

FINANCING USES - - (114,312) (114,312)
FUND BALANCE - Beginning of Year 188,863 188,863 188,863
FUND BALANCE - End of Year $ 188,863 $ 188,863 $ 74,551 3 {114,312)
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CARO AREA DISTRICT LIBRARY

REVENUES:
Taxes:
Current property taxes

Totat Taxes

Intergovernmential:
State aid

Total Intergovernmental

Fines:
Penal fines

Miscellaneous Revenues:
Interest & dividend income
Gifts
Miscellaneous income
Gain on sale of stock
Video rentals

Total Miscellaneous

TOTAL REVENUES

See the accompanying notes.

GENERAL FUND
SCHEDULE OF REVENUE
FOR THE YEAR ENDED DECEMBER 31, 2007

VARIANCE-

: FAVORABLE
BUDGET ACTUAL (UNFAVORABLE)
$ 394,559 $ 403,912 $ 9,353

394,559 403,912 9,353
9,674 9,803 129
9,674 8,803 129

70,000 84,025 14,025
13,000 15,370 2,370
3,000 117,221 114,221
14,000 23,727 9,727
53,055 53,055

6,000 4,682 (1,318)
36,000 214,055 178,055
$ 510,233 $ 711,795 5 201,562
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CARO AREA DISTRICT LIBRARY

GENERAL FUND

SCHEDULE OF EXPENDITURES

FOR THE YEAR ENDED DECEMBER 31, 2007

EXPENDITURES:
Salaries & Employee Benefits:
Salaries
Employee benefits

Total Salaries & Employees Benefits

Library Materials:
Books
Periodicals
Supplies
Contract fees
Electronic materials
Videos

Total Library Materials
Operational:
Insurance
Utilities and telephone
Repairs and maintenance
Postage
Programming
Professional development
Total Operational
Other Miscellaneous

Capital Outlay

TOTAL EXPENDITURES

See the accompanying notes.

VARIANGCE-
FAVORABLE
BUDGET ACTUAL  (UNFAVORABLE)
$232,529  $247,112 $ (14,583)
55,419 47,366 8,053
287,948 294,478 (8,530)
50,334 41,296 9,038
7,700 9,294 (1,594)
19,300 20,007 (707)
75,151 73,038 1,213
2,500 2,341 159
9,000 15,165 (6,165)
163,985 162,041 1,944
8,000 8,264 (264)
21,000 20,410 590
20,000 17,540 2,460
2,200 2,200 -
900 922 (22)
1,700 1,649 51
53,800 50,085 2,815
2,000 2,567 (567)
2,500 251,966 (249,466)
$510,233 $762,037  $ (251,804)
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. March 3, 2008

To the Members of theBoard
Caro Area District Library ..

In planning'”and‘ perfOrrning‘our audit of the ﬁnancial statement's of Caro ‘Area District -
Library as of and for the year ended December 31, 2007, in accordance with auditing
* standards generally accepted in the United States of America, we considered Cato Area

District Library’s internal control over financial reporting (internal control) as 4 basis for

: de51gn1ng our auditing procedures for the purpose of expressmg our opinion on the financial -
- statements, but not for the purpose of expressing an opinion on the effectiveness of the
" Library’s; 1nterna1 control. ‘Accordingly, we do not express an oplmon on the effeetlveness
. of the lerary ] 1nterna1 control o :

} 'Our cons1dera,tlon of mternal control was for the 11m1ted purpose descnbed in the precedmg o

paragraph and would not- necessanly identify all deficiencies in internal control that might -

_ be s1gn1ﬁca.nt deﬁc:1enc1es or material weaknesses. However; as discussed below, we ,
1dent1ﬁed certam deﬁcleneles 111 mternal control that we consrder to be matenal weaknesses. e

A control deﬁc1enoy ex1sts when the des1gn or operatlon ofa control does not aIlow
j,management or employees in the normal course of performing their assigned functlons, to

preverit or detect misstatements on a timely basis. A significant deﬁc;ency is a‘control -

deﬁclency, 61 a combination of control deficiencies, that adversely affects the entrty s ab111ty
_to initiate, authorize; record, process, or report financial data reliably in accordance with- '
wgenerally accepted accounting piinciples such that there is more than a remote hkehhood
. that a misstatement of the entity’s ﬁnanclal statemmenits that is more than 1nconsequent1al will
'notbe prevented or detected by the entity’s 1nterna1 control. Durmg the course of our audit,

we observed the followmg s1gmf1cant deficiency:

' Segregatlon of Dut1es : : -
- Due to the limited- number of peopIe, many cntlcal dutles are comblned and given to the

- available employees/board members. To the extent. possible; duties should be segregated to
. serve as a.check and balance and to malntam the best control system. pos31b1e We '. L

- 715 Bast Frank Strect | reeommend the 11bra1‘y segregate dlltleS whenever possrble

"A materlal weakness isa s1gn1ﬁoant deﬁmency, or comblnatlon of SIgmﬁcant deﬁclenc1es
o that results in more than a remote likelihood that a material ’misstatement of the ﬁnan01a1
" statements'will not be prevented or detected by the entity’s 1ntema1 control We belleve that
.‘the foIlowmg deﬁmenmes const1tute matenal weaknesses ' : : - :



Members of the Board
March 3, 2008
Page 2

After considering the qualifications of the accounting personnel of Caro Area District Library,
we believe that the personnel have the abilities to maintain the day-to-day bookkeeping of the
Library, but they do not have the qualifications and abilities to generate financial statements,
including the required footnotes, in accordance with accounting principles generally accepted in
the United States of America.

This communication is intended solely for the information and use of management, Caro Area
District Library, and others within the organization, and is not intended to be and should not be
used by anyone other than these specified parties.

We appreciate the opportunity to be of service to the Caro Area District Library and look
forward each year to continuing our relationship. The cooperation extended to us by your staff
throughout the audit was greatly appreciated. Should you wish to discuss any item included in
this letter further, we would be happy to do so.

Very truly yours,

W.ﬁlﬂ.w *Dewsns, PC,

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountants
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Hartel, CPA

Our Res 0 'Siblll

~ As stated in our engagement letter dated February 15, 2008 our respon5|b|I|ty, as desorlbed by
- professionat standards, is to express opinions about whether the fmancral statements prepared by -
__management with your oversight are fairly presented, in all material réspacts, in conformity with U.S.
‘generally accepted accounting principles. Our audit. of the flnanclal statements does not relleve you
-or management of your responsrbllltles '

'”F’Ianned Scope and Tlming of the Audit

Y 'We performed the audit accordmg to the planned scope and tlmlng prev:ously communlcated to you‘ :
~inour meeting about pIannlng matters on-February 18, 2008 : : ‘ :

2 Slgnlflcant Agdgt Fmdrng
: Quahtairve Aspects of Accountmg Practrces

" March3,2008 -

' 'To the Members of the Board
Caro 4 Aréa Distrlct lerary

‘ We have audnted the financial statements of the governmental actlwties the busmess type actlvitres, .
the aggregate discretely presented component units, each major fund, and the aggregate remaining .

- fund’ information of Caro Area District Library for the year ended December 31,2007, and have
- '|ssued our report thereon dated March 3, 2008. Professional standards requrre that we prowde you:
- W|th the fo!lowmg mformatlen related to our audlt . :

under U.S, Generall '_Acce ted AUdItIl‘I‘ Stan ards

g Management is responsrble for the selection and use of approprrate accounting pohcles In :
- - accordance with the: terms. of our engagement letter, we' will advise management- about the'
appropriateness. of acoountlng policies-and their apphcatron The significant accounting policies used
- by Caro Aréa District Library are deScrsbed inNote 2 to the financial statements. As- descrlbed in.
" “Note 2 to the finanmal statements the Caro Area District Library changed its accountlng policies
"related ‘to full accrual financial statements by adopting Statement. of Governmental ‘Accounting .

‘_Standards (GASB Statement) No. 34, in 2007. Accordlngly, the cumulative effect of the accounting
change as of the beginning of the year is reported in'Note 2. We noted no transactions entered into

by: the governmental unit- durlng the year for which there is a lack of authoritative guidance or

consensus. There are no significant transactions that ‘have, been recognlzed in the flnanclal '

_ statements in & different penod than when the transactlon occurred
o D:ffrcu]tres Encountered in Performmg the Audit”

. }We encountered no slgmflcant dlfflcultres in deailng wrth management in performing and completmg -
- our audit. : _ S

Corrected and Uncorrected Mrsstatements '

- Professronat standards requzre us to acoumulate all known and Ilkely mrsstatements ldentlﬁed dunng_'.

the  audit; other than those that are trivial, and.communicatethem to the appropriate level of
-management Management has corrected all ‘such misstatements. In addition, none of the .

misstatements. detected ‘as a result of audit progedures and corrected by management ‘were -
' ‘:materlal -gither indwrdually or in the aggregate to the flnanclal statements taken asa whole ‘



Members of the Board
March 3, 2008
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Disagreements with Management

For purposes of this letter, professional standards define a disagresment with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor's report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested cerfain representations from management that are included in the management
representation fetter dated February 18, 2008.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application
of an accounting principle to the governmental unit's financial statements or a determination of the type of
auditor's opinion that may be expressed on these statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior fo retention as the governmental unit's auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention,

This information is intended solely for the use of the Members of the Board and management of Caro
Area Disfrict Library and is not intended to be and should not be used by anyone other than these
specified parties.

Very truly yours,

M&"\.":JIQ.M fQuan, PC,

Anderson, Tuckey, Bernhardt, & Doran, P.C.
Certified Public Accountants



